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Economic Protectionism. By JOSEF GRUNZEL. Oxford, Clar- 
endon Press, 1916. — xiii, 357 pp. 

The Division of Economics and History of the Carnegie Endowment 
for International Peace could have adopted no more certain method of 
insuring the scholarly character of its book on economic protectionism 
than to intrust the preparation of that work to Dr. Josef Grunzel. 
The remarkable erudition of the Austrian savant in all that touches 
commerce and commercial policy is evident on every page of this vol- 
ume, which is a veritable encyclopedia of facts, not only concerning the 
conditions of international trade and the expedients of all conceivable 
customs policies, but concerning colonies, foreign investment, emigra- 
tion and immigration, shipping, railway rates, and a dozen other sub- 
jects that touch the main topic only indirectly. 

One of the chief merits of the work, indeed, is the broad basis on 
which it is conceived and executed. The author recognizes protec- 
tionism as ' ' the totality of those measures by which the national econ- 
omy seeks to promote its interests in the world-economy field " (page 
125). He therefore deals not only with customs duties on both im- 
ports and exports, but with freight rates, with veterinary exclusions, 
with exclusions in connection with the letting of public contracts, with 
boycotts and other appeals to the voluntary action of consumers against 
foreign goods, with export bounties, with shipping subsidies and boun- 
ties, with measures for discouraging and controlling capital export and 
for encouraging its import, and with devices for the encouragement or 
discouragement of emigration or immigration, as the supposed interest 
of the national economy may require. Nowhere else will the reader 
find so complete and convenient an enumeration of protectionist de- 
vices, in relation to the theoretical structure of protectionism. 

Dr. Grunzel's theory is frankly protectionist. He begins by show- 
ing the relations between private economy, national economy and 
world economy. The national economy for him is " the permanent 
form of organization which on political and economic grounds must 
defend itself against injurious tendencies originating in the world- 
economy sphere" (page 142). He does not believe in increasing iso- 
lation of states or in growth toward full world economy, but in the 
continued co-existence of national and of world economy. The prog- 
ress toward larger customs areas which he notes signifies "only an 
arming for the conflict on the world-economy plane " (page 20), and 
" the individual state must not inquire what is good for the world, but 
exclusively what is good for itself" (page 335). 
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The old idea that commerce was chiefly an exchange between agri- 
cultural and manufacturing countries is incorrect, according to Dr. 
Grunzel; trade is directed toward the industrial countries. "World 
commerce is a product neither of physical nature, nor of peoples in 
respect to their number and physical qualities, but of advanced civi- 
lization " (page 70). Hence Dr. Grunzel rejects the developmental 
(infant-industry) and compensatory theories of protection, and advo- 
cates a defensive theory , which makes of protection a permanent policy 
designed to secure the domestic market for domestic producers by 
political means. In all this there is little that is new, except the elab- 
orate paraphernalia by which the view is defended, and the complete- 
ness with which all phases of the policy are presented. 

The basis of the whole theory is the concept of national as opposed 
to individual and world economy. The state must defend and develop 
its own economy as against attack from the world-economic sphere. 
Now just what is this national economy? Dr. Grunzel formally defines 
it as " the economic activity of the politically organized state " (page 
1 ) and elaborates his idea by showing how society has interests which 
frequently clash with those of individuals. Clearly it is not the gov- 
ernment as a fiscal and administrative organ that is here in view, but 
the state as an economic society, an organism directed by a common 
will. Without entering into the interminable controversy as to whether 
society is an organism , it is enough to point out that the notion of a 
national economy as a thing in and for itself, apart from and superior 
to the individual economies composing it, cannot be made to contain 
any definite economic meaning. As a political, military or metaphys- 
ical concept it doubtless has validity, but not as an economic one. 
The definite and comprehensible end of individual economy is the 
maximizing of individual gratifications, and the end of state and world 
economy is exactly the same. The moment we substitute state econ- 
omy as end in itself, that moment we begin to talk politics or meta- 
physics and not economics. It may indeed be desirable to build up 
the economic power of the state for military or political ends, and to 
sacrifice the economic welfare of the citizen on the altar of power ; but 
we should not do so under any delusion about building up a national 
economy. 

The state has no arms or stomach. Individual man, the doer, the 
eater, is the one thus endowed ; and the ultimate end of economic 
activity is the well-being of individuals, whether organization be on a 
national or on a world-wide scale. As for the political ends and am- 
bitions that play so important a part in the relations between men and 
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states, no economist can think clearly if he fails to recognize that 
political ends are not economic ends, however important the economic 
results that they produce. The economic theory of protection ought 
to deal with economic values, and it is the duty of the theorist to sep- 
arate them off from other values. Like many other protectionists, Dr. 
Grunzel signally fails to make this separation. 

The failure is the more serious because at the present moment polit- 
ical values have an uncommonly large emotional content. If there is 
anything that the world specially needs just now it is to distinguish its 
ideas from its emotions. Because Germany's economists for a quarter 
of a century have mixed their economic ideas with their political emo- 
tions, mistaking the latter for the former, they have done full duty in 
creating the intellectual and spiritual atmosphere out of which the 
present monstrous world catastrophe has issued forth. Though his 
book is not a war book , Dr. Grunzel lays himself open to the same 
charge ; for the national economy with which he is concerned is after 
all at bottom a political and not an economic creation of the mind. 

As for the " thorough and scientific investigation of the causes and 
results of war ' ' which the Carnegie Endowment announces as the un- 
derlying purpose of this and other volumes in the same series, it is 
doubtful how much such a study as the present one contributes toward 
that end. An unqualified nationalist, Dr. Grunzel gives little evidence 
to show how important or unimportant are the rivalries of capitalist in- 
vestors and traders in arousing international irritation. Nor does he 
show how far protective tariffs have served to keep alive such irritation 
and to prevent the development of world trade on a basis of individual 
competition rather that of national rivalry. It is on such questions as 
these that we need light. 

Dr. Grunzel falls, too, into the vulgar protectionist error of writing 
almost exclusively from the standpoint of the capitalist producer. 
Production is the end, and distribution and consumption are all but 
forgotten. An undesirable result of a large tourist traffic, for example, 
is that the cost of the means of life and of labor power may be in- 
creased and so the cost of production may be raised (page 117). 
The immigration of persons living on an income will always be wel- 
come because they are consumers without being producers, and hence 
the productive capacity of the domestic population is increased (page 
270). Was the coming of the German army a blessing to the Bel- 
gians? It was certainly adapted to make work for them. The en- 
couragement of immigration is " the most important measure of eco- 
nomic protective policy for the development of humanity" (page 338) ; 
it also has the beneficent result of giving employers cheap labor. 
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Dr. Grunzel seems to share with his fellow-protectionists of Central 
Europe the inability to understand the classical theory of international 
trade. Ricardo and his followers indeed did not exhaust the possibil- 
ities of trade theory, but they ought to have made it forever impossible 
for serious students to talk of the possibility of a country ruining itself 
by buying endlessly abroad without selling anything in return , and that 
is what comes close to being suggested on page 130 of the present 
work. 

Viewed from the theoretical point of view, Dr. Grunzel's book can- 
not be accorded high rank. Its thinking is far from clear , for while 
its author supposes himself to be thinking economically, his ideas are 
actually in large part concerned with political values. His treatment, 
so far as it is actually economic, embodies errors of thought from which 
British economists had emancipated themselves half a century ago. 
Despite these weaknesses, the wide learning of Dr. Grunzel and the 
laborious care with which he has marshaled a vast array of facts make 
his book probably the most useful single treatise available on the sub- 
ject. And if its thinking is bad, it is not unique among protectionist 
books in that respect. 

H. R. Mussey. 

Profit and Wages : A Study in the Distribution of Income. By 
G. A. Kleene. New York, The Macmillan Company, 1916. — iv, 
171 pp. 

Like most economic theorists, Professor Kleene begins his work not 
by attacking facts, but by attacking current theories. A just review 
must present his criticisms, however little a summary of his terse 
argument may mean to men not versed in current controversies in this 
subject. 

The first structure to be razed is Bohm-Bawerk's theory of interest. 
Professor Kleene holds that the technical superiority of present goods 
might perhaps form the basis for a productivity theory of return upon 
capital, but he denies that it can be fitted into a pure agio theory. 
The time- preference theory "carries rationalism to excess" (page 
52) ; "it attributes to savers and investors, feats of calculation of 
subjective costs and gains which are utterly impossible to mortal man " 
(page 167). The abstinence theory grossly misrepresents the relative 
importance of the various forces which control the supply of capital ; 
" abstinential savings appear, to the extent of their tenuous being, a 
mere epiphenomenon of our modern industrial system" (page 77). 



